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THE BEST CURRENCY. 

BY ALBION W. TOUEGEE. 



Mr. Chauncet Depew recently declared that the United 
States ought to have " the best currency in the world." The 
phrase was a happy one, suggestive of much more than its 
author intended. 

Currency, meaning by that the whole denominational medium 
of exchange which is in use in any particular country, is not only 
comparative in its character and stability, but is also compai'ative 
in its cost, convenience, flexibility, and sufficiency. In the con- 
flict which has been so long waged, and is still pending, between 
a gold and a silver standard, we have been in danger of forgetting 
all the elements of a good currency, except its relation to one or 
the other of these, or to that curious anomaly by which the politi- 
cal theorist sometimes seeks to confuse the thought of the common 
people, a " bimetallic " standard. The purpose of this article is 
neither to engage in the controversy of the standards, nor to 
thresh over the straws of metallic relation, which have been so 
thoroughly beaten by the flails of contesting theorists during the 
past few years, but to suggest that "the best currency in the 
world" is within easy reach of the government of the United 
States, without any interference with the existing standard of 
value or any modification of the legal relation between silver and 
gold ; and that the adoption of such a currency would result at 
the same time in vast reduction of the cost of our circulating 
medium and the interest charge upon our national indebtedness. 

We have come to regard gold, not only as the standard of value, 
but also as the criterion of efficiency and desirability in cur- 
rency. We say " currency as good as gold," meaning thereby to 
express the highest excellence in a medium of exchange. Yet it 
is a demonstrable fact that the United States has now the oppor- 
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tunity, acting along its traditional lines and in conformity with 
the experience of the civilized world, to provide a currency based 
on a gold standard of value which shall be better than gold itself, 
that is, shall be always equal with gold in value and so much 
more desirable than gold, as to be preferred to it by those wishing 
to hold current funds in large quantities. Not only is this true, 
but such a currency may be the means of materially reducing the 
expenditure of the government, while meeting at the same time, 
without material change in our financial conditions, the preva- 
lent demand for a more abundant currency. 

A statement of this character will, no doubt, seem to most 
persons wholly visionary and absurd, especially when coupled 
with the farther assertion that it involves no new system or prin- 
ciple in finance, but is simply an application, the plainest and 
most evident, of universally admitted ones, conflicting with no 
accepted theorem of financial philosophy save one, which has been 
accepted only through a mistaken view of a supposed necessity. 

The currency of all civilized nations is composed of two ele- 
ments: coin and credit money. Credit money is always a promise 
to pay coin — it may be any coin of the realm or some particular 
kind of coin. It may be the promise of a bank authorized by 
law to put such currency into circulation for its own profit, or 
the promise of a nation issued to promote the general welfare of 
its people. All promises to pay are either redeemable upon de- 
mand or payable at some specified time. Three things are neces- 
sary to impart the highest desirability to any such promise to 
pay : 

(1.) Certainty of payment according to its terms. 

(2.) Assurance that it will readily pass from hand to hand in 
exchange. 

(3.) A cumulative character, causing it to appreciate rather 
than depreciate in value. 

A promise to pay on demand or presentation can only consti- 
tute a stable currency while the ability to redeem in the particu- 
lar form of inherent value in which the same is payable continues, 
and is known and admitted to exist. As soon as this power of 
continuous redemption fails, or is even suspected of liability to 
fail, the desire to secure the redemption of such currency becomes 
universal; and such currency declines in comparison with one of 
inherent value. 
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Oh the other hand, a promise to pay a sum certain, let us say 
in gold, at a specific time, with interest, is worth more than gold, 
if the ability and willingness of the promisor is beyond doubt* 
For instance, a bond of the United States payable in gold, with 
interest at four per cent, annually, is worth fifteen or twenty per 
cent, more than its face, in gold, if it has thirty years to run. 

A treasury-note or "greenback," which is a promise to pay, 
and which by custom, if not by law, has become a promise to pay 
in gold without interest, whenever presented for redemption — is 
kept equal in value with gold by two things: It is made re- 
ceivable for all debts the same as gold, and is redeemed whenever 
presented. 

We see then, that continuous redeemability, plus the legal- 
tender quality, keeps a non-interest bearing obligation" of the 
United States at par with gold, while an interest-bearing obliga- 
tion of the United States, payable on a day certain, is worth con- 
siderably more than gold. 

Now it is evident that if the special qualities which distinguish 
the bond from the treasury-note, to wit, interest-bearing and a 
specific time of payment, were imparted to the treasury-note, it 
would constitute a currency worth more than gold. Is there any 
insuperable obstacle to giving the treasury-note the desirable 
qualities of the bond, to wit, terminable redemption and interest- 
bearing in addition to its legal-tender quality ? There are ap- 
parent objections, but they are based on detail and methods 
rather than on principle, as will be shown hereafter. 

Before considering what may be termed the mechanism of 
such change, it is desirable to note what would be its effect on 
the "greenback " itself. 

There have been four objections made to the legal-tender 
treasury-note as we now have it : 

1. It makes something besides gold and silver money. 
This has been legally decided against the objection, but whatever 
force it still has would militate against the proposed currency. 

3. A second objection, strongly urged at first and recently 
I'epeated with special emphasis, is that a legal-tender treasury- 
note constitutes a forced loan by which the people are compelled 
to lend to the government without interest. The force this 
might have had at first is greatly weakened by the general 
acceptability of "greenback" currency during a period of thirty- 
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four years among a people by no means chary of expressing dis- 
satisfaction. It would, however, be entirely cured by making the 
legal-tender note an interest-bearing obligation. 

3. A third objection is that the government, by its issue, would 
be "going into the business of banking," and thereby depriving 
associations of individual capitalists of what is assumed to be a 
natural right to furnish the paper currency of the country. The 
claim is an absurd one. All credit currency, whether provided 
directly by a government or indirectly by its agents or banks, 
derives its stability and desirable character from governmental 
regulation. The very right to emit denominational bills payable 
on demand is a privilege granted by government. Without such 
grant no bank of issue can exist, and charters granting such 
privilege are given, not for the benefit of the users of currency, 
but for the profit of traffickers in currency. A sovereign power 
has always the right to do what it is authorized to grant others 
power to do, if it be for the general welfare and collective good 
that it should. In other words, it is a question of policy and not 
one of right or power, whether the sovereign provide the paper 
legal-tender which civilization has demonstrated to be an essential 
part of the currency of every commercial nation, or pay a bank a 
bonus to provide it. We began in 1863 to do it by direct action 
of the government. England began in 183"-^, and France in 1838, 
to grant the privilege of issuing legal-tender notes as a valuable 
monopoly to specific banks — the Bank of England and the Bank 
of France. This privilege has been largely extended, but there is 
a strong demand that our government shall cease to do directly 
what a half century of experience of these great nations proves to 
be desirable when done indirectly. In our case, it is especially a 
question of economy both on the part of the government and of 
the users of currency, the people. In both respects, it will be 
seen that the proposed change represents a decided economical 
advantage. 

4. A fourth objection, and the one which has been most forc- 
ibly called to the public notice of late, is the fact that by its 
constant rede^mability, the " greenback '' constitutes an "end- 
less chain " by which gold is drawn out of the Treasury, making it 
necessary to borrow gold to supply the deficiency thus created. 
While it has been questioned whether this would be the case if a 
suflBicient revenue were provided, there is no doubt that it is true. 
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under present conditions, and might exist even with abundant 
revenue, if the balance of trade should be against us, or should 
for any reason call for an af&ux of gold to meet the demand. 

This objection is wholly obviated by giving the treasury-note 
a terminal redeemability only — that is, by making each specific 
note payable at a given date or on presentation within a specific 
period, as during a particular year. As the number redeemable 
during any year could be regulated, only such amount as would 
be easily within the power of the Treasury to meet could be used 
" to draw gold from the Treasury" during that time. Terminal 
redeemability would, therefore, put an end to the " endless chain " 
objection just as certainly and three times as cheaply as " end- 
less" borrowing and a constant issue of bonds. 

But what are the means by which this result is attainable ? Are 
they simple and certain or complex and doubtful ? Let us see. 
We have now $346,000,000 of legal-tender, non-interest bearing 
treasury-notes, which the government is required by express 
enactment to keep in circulation ; that is, to redeem when pre- 
sented and pay out again when demanded or when there is op- 
portunity. By this means, they are used over and over again by 
trafiBickers in currency to obtain gold for export or to meet the 
constantly increasing volume of maturing obligations, which are 
payable in gold, making the Treasury, in effect, a free brokerage 
establishment for all who have any specific need for gold coin. 

Suppose that, instead of re-issuing these continuously re- 
deemable notes, an equivalent amount of denominational notes 
bearing one per cent, interest, payable in gold, having five years 
to run and retaining the legal-tender quality, be issued in their 
place. There is no doubt that the holders of greenbacks would 
be willing to make such exchange because an interest-bearing 
obligation is always preferable to a non-interest bearing one. 
Divide the whole amount of such issues into classes so that one 
class shall be redeemable and one exchangeable for like currency 
on presentation at any time during the sixth year after issue, 
with the accrued interest on both payable in gold coin. This 
would give, when such order was once established, say $35,000,000 
payable each year and $35,000,000 renewable each year. It must 
be remembered that the greenback is a debt, and this would pro- 
vide for its easy extinguishment in ten years. During this time 
only $35,000,000 a year could be used to draw gold from the 



THE BEST CURRENCY. 421 

Treasury, while it would be easy to furnish gold for five times 
that amount by renewing the original provision of the legal- 
tender notes that they bo not receivable for duties on imports. 
While the legal-tender note bore no interest it was, perhaps, 
necessary to make it receivable for all debts in order to keep it 
at par ; but when it becomes an interest-bearing obligation the 
right and policy of making it non-receivable for import duties is 
at once apparent. 

But this is something more than a scheme for the retirement 
of the greenback ; in fact, it is really a plan for its perpetuation. 
We have in addition to the $346,000,000 legal-tender notes, 
$343,000,000 silver certificates and 1141,000,000 of demand notes 
of 1890. Some of these have been redeemed and are probably 
now in the Treasury; but the figures will serve for illustration. 
The silver certificates are nominally secured by a deposit of silver 
bullion. As a fact, this deposit is no security at all. It is 
merely an asset of the government, and the resources of the 
country are so great that it is a matter of no consequence 
whether this particular asset is applied to this particular debt or 
not. These certificates pass as money simply because of the 
faith and credit of the government. Suppose this amount of 
$480,000,000 of non-interest bearing demand notes were ex- 
changed for a like amount of one per cent, interest-bearing legal- 
tender notes, running five years, payable and redeemable in 
classes, as in the case of the greenbacks. This would make one- 
tenth of this class, or $48,000,000 and the interest on a like sum, 
payable each year. 

But this is not all. We have $100,000,000 of four per cent, 
bonds, which fall due in 1904, and $550,000,000, which fall due 
in 1907. Provision should be made to substitute one per cent, 
legal-tenders for thom. How can it be done ? Simply by offer- 
ing the holders of these bonds their choice between gold and 
interest-bearing legal-tender notes. There will be no question as 
to the result. A gold, interest-bearing, legal-tender note, having 
five years to run, and then payable or renewable with payment of 
accrued interest, will always be preferred to gold coin which bears 
no interest. 

This leads to the consideration of the objection, sure to be 
made to any such forrai of currency, that it will be hoarded as an 
investment instead of being all the time in circulation as money. 
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This objection would be a valid one if the rate of interest were 
more than one per cent., or the time the notes would run without 
renewal more than five years. Let ns examine, howerer, the prob- 
able and reasonable operation of the system proposed. Suppose these 
notes to be substituted for the present greenbacks, the silver cer- 
tificates and the treasury-notes of 1890, amounting to about 
$940,000,000, and that enough be added thereto to make one bill- 
ion of such currency. This would just about meet the present 
deficit and furnishes a convenient sum for comparison. Of this 
amount, let ns say that one-tenth is redeemable and one-tenth 
renewable each year ; that is, one-tenth would be payable with 
five per cent, accrued interest and one-tenth renewable with five 
per cent, accrued interest to be paid each year. At the end of 
the third year each dollar of these notes would, it is true, repre- 
sent, with accrued interest, $1.03 ; but, in order to realize this sum 
for it, the buyer would have to hold it two years, when he would 
receive five per cent, accrued interest, or 3^ per cent, a year on 
his investment. Evidently there would be no temptation to hoard 
such currency on these terms. 

At the end of the fourth year, the man purchasing at par 
would receive five per cent, by holding it one year. In other 
words, he would get five per cent, on his investment. This 
is a fair profit, and it is unquestionable that during this period 
capitalists would buy up this currency, and that one-fifth of it, 
or $200,000,000, would be all the time slightly above par, and 
much of it retired from actual circulation. What would be the 
result ? We have now, it is estimated, about $600,000,000 of 
gold coin. Of this hardly a dollar is in actual circulation. 
Except a rapidly diminishing quantity on the Pacific Coast, all 
of it is held for possible speculative advantage. If we make 
$200,000,000 of our currency worth more than gold, precisely 
that amount of gold will have to be put in circulation in order to 
obtain it. In other words, in accordance with " Gresham's rule," 
as soon as we put in circulation a paper currency worth more 
than gold, the result will be that the paper currency will be pre- 
ferred for hoarding, and gold put in circulation instead. The 
ultimate result will be a paper currency always worth as much as 
gold and one-fifth of the time actually worth more than gold. 

The effect of such a system would be, therefore : (1.) To 
transfer as much of our national bonded debt as might be desir- 
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able for the use of the country, into currency directly, instead of 
through the agency of bonds ; (2. ) To provide for the gradual 
discharge of so much of the debt as is not required for use as 
such currency ; and (3.) To make possible a permanent loan upon 
the lowest conceivable interest rate which shall itself constitute 
the cheapest and best currency in the world. 

The cheapness of such a currency is clearly shown by com- 
parison with our national-bank currency. The whole cost of 
$1,000,000,000 of interest-bearing, legal-tender notes under such 
a system would be $10,000,000 a year. There is a theory that in 
some way or other the credit of the stockholders of the national 
banks adds to the stability of their issues. The idea is purely 
whimsical. The stability of the notes of these banks is depend- 
ent wholly on the fact that they have deposited with the 
Treasurer of the United States bonds of the United States for an 
amount exceeding the sum of their issues. This makes them 
good, no matter whether the stockholders of the bank are solvent 
or not — so good that the issues of a broken bank pass current 
just as readily as those of the staunchest institution in the 
country. At present we have about $325,000,000 of this currency 
secured by about $250,000,000 in bonds. On these bonds the 
country pays four per cent, interest, or $10,000,000 annually, so 
that the first cost of $225,000,000 of national-bank currency 
which is not a legal-tender is exactly equal to the cost of one 
billion of interest-bearing legal-tender notes of the character 
described herein. 

How would such a system affect the gold and silver contro- 
versy now pending ? It would leave the existing gold standard 
in operation and would also leave silver coin a full legal-tender 
as it now is. By reducing the demand for gold to maturing gold- 
contracts, as it evidently would, it would bring gold into circu- 
lation, and, by strengthening the whole currency, would tend to 
approximate the values of the two metals. 

It would, however, do much more towards the solution of the 
money problem than at first sight appears. Underneath the silver 
question, giving it strength and vitality outside of the silver-pro- 
ducing States, is the very general demand of the people for more 
currency. Outside of the silver-producing States themselves, the 
demand for the free coinage of silver rests almost wholly upon the 
desire for more money. That this demand is a Just and logical one 
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there can be no doubt. With our entire gold coin held for spec- 
ulative advantage and a large part of the present legal-tender 
notes impounded in the Treasury, there is a deficiency of currency 
which only the long-continued depression makes in any way en- 
durable. The demand for currency must greatly increase with the 
I'eturn of prosperity. The plan proposed gives an abundant cur- 
rency without possibility of inflation — the very thing the great 
majority of the supporters of free silver desire — without any of the 
dangers to be apprehended from the removal of restriction on the 
coinage of the white metal. 

It must steadily be kept in mind that what should be aimed 
at in all action concerning the currency, is not the maintenance 
of any specific theory, but (1.) stability, sufficiency, and elastic- 
ity of the currency ; (2.) the removal of doubt or objection to 
the stability and equality of all parts of the currency ; (3 ) 
economy, especially the reduction of the interest-charge now 
greatly swollen by the issue of bonds to secure the gold reserve, 
and (4.) the use of as large a portion of the public debt as may 
be desirable as the basis of our currency in the cheapest and 
most easily regulated form. 

These purposes, it is confidently believed, will be most readily 
and effectively secured by the plan here briefly outlined. Its ad- 
vantages are that it avoids the gold and silver controversy; util- 
izes the public debt in such a way as to make it a veritable bless- 
ing ; removes the reproach of " fiatism " fi'om the greenback ; 
provides an abundant currency, reduces the interest charge 
on the public debt, makes it impossible to use the treasury-note 
as an " endless chain " to draw gold from the treasury, provides 
a paper currency the whole of which is as good as gold, and one- 
fifth of it better than gold, uses the public credit as the founda- 
tion for the currency directly, without paying a bonus of inter- 
est, privilege or exemption, to any bank or system of banks for 
doing it indirectly, and, by reducing the demand for gold, per- 
mits the limited supply of that metal to perform its legitimate 
function in the liquidation of ultimate balances in trade. 

It is submitted that a currency that will accomplish these 
things is well entitled to the name " the best currency in the 
world," and also, that it is eminently fit that the American people, 
the richest in productive capacity and the most notable in devel- 
opment and experience, should lead the world in applying reason 
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aud common sense to questions of ciu-rency and finance rather 
than mere theory and hypothesis, based on infirm speculation 
in regard to the relative value of two metals, a fact which de- 
pends chiefly upon the supply of each : instead of maundering 
about " the beneficence of God which has supplied these two great 
coin-metals to serve as the foundation of every well-regulated cur- 
rency," or claiming, on the other hand, that " the only secure 
basis for an assured prosperity lies in a currency every part of 
which is at all times exchangeable for or redeemable in gold," 
which proposition is too absurd to be termed a falsehood, being 
one of those things which men assert to be true until they come 
to believe them, however impossible that may be. There never 
has been in modern times, an hour when the whole credit cur- 
rency of any nation was " exchangeable or redeemable in gold and 
probably never will be." What is true, and it is all that any man 
can safely affirm, is that there are periods during which the popu- 
lar confidence in the currency of different nations has been so 
great that all forms of money authorized by law are regarded 
with equal favor as mediums of exchange — whether gold, silver, 
copper or paper — because each man believes that his neighbor 
will accept what he himself receives in exchange for anything 
that he may wish to sell, and that as much of it as may be pre- 
sented for payment will be redeemed as stipulated. The best 
foundation for the credit-currency of a great nation is the 
national credit. The only question to be determined is whether 
that credit shall be used directly by paying interest to the users 
of currency, or indirectly by paying a much higher rate of in- 
terest to the holders of bonds on which a substitute currency 
shall be based. As long as a nation's credit is good, its legal- 
tender notes, bearing never so low a rate of interest, will be 
equal with gold in desirability and better than gold as they 
approach maturity ; and such a currency is three or four times 
cheaper than one based on bonds. Gold serves its true purpose 
as an ultimate standard of value, but as a medium of ex- 
change, interest-bearing treasury-notes of the United States 
would easily rank as the best currency which civilization 
has yet devised. That there will some time be an interna- 
tional paper currency, upheld by the guaranty of several leading 
nations of the world, is more than probable. Such a currency 
would do more than all the ships and armies, treaties and tri- 
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bunals of arbitration put together, to preserve the peace of the 
world. But as long as the nation is the political unit and taxa- 
tion is required to meet the principal and interest of a national 
indebtedness amounting to thirty dollars per capita of our entire 
population, the most economic and efficient addition that can be 
made to our present coinage will be a currency consisting of in- 
terest-bearing, short-term, legal-tender notes, taking the place 
not only of our non-interest-bearing treasury-notes and silver cer- 
tificates, but also of our bonds, as they mature, so long as there 
is a demand for a more abundant currency. It is the belief of 
many, perhaps a majority of those who have considered the sub- 
ject disinterestedly, that the present "depression is largely due to 
a lack of currency, and it is quite possible that, with the distrust 
of silver, and the hoarding of gold, this is correct. If so, there 
is opportunity to meet such demand without delay or risk. 

Another advantage would result from such a currency, in that 
the fear that by some turn of political fortune, the silver in the 
Treasury might be used to liquidate the coin-certificates would be 
removed, and thereby all suspicion of stability in our outstanding 
currency obliterated. We should at once have a currency, every 
dollar of which would be equal to every other dollar, and all equal 
with gold in desirability. By following the example of all other 
nations, and withholding all issues of paper money under five dol- 
lars, it is quite possible to largely increase the use of silver coin, 
and so open a way for the use of the $400,000,000 of silver 
now lying in the treasury. Of course no interest-bearing legal- 
tender should be issued for a less denomination, thus leaving the 
field of small transactions open entirely to silver coin. The 
restoration of entire confidence in the currency by the elimination 
of doubt arising from a continuing threat to liquidate paper cur- 
rency in silver, will permit a much larger use of silver coin than 
heretofore. This, while not directly enhancing consumption, so 
as to meet the wishes of the silver producers, because of the pres- 
ent supply of silver-bullion in the treasury, will do more to re- 
habilitate silver as a coin-metal thi'oughout the world, than would 
the attempt to substitute it for all other currency by the present 
system of certification with the impossible pledge of parity of 
value, which is the real essence of the demand for free coinage of 
silver. 

Albion W. Toubgee. 



